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AMERIGA.N business Lias scheduled 1854 investment in
now plant sod equi?ment. close to the high 1953 rate. In-
* vestment programs for 1954 call for an expanditure of $27.2
billien, 91 about 4 percont bolow actual spending of $28.4
billion in 1963. Since average costs of capitel goods have
w baen relatively stable over the past year, the comparison can
be nceepted as s measure of the volume changs as wall.

Buzinesamen alae repoit that they expect sales in 1954 to
compace quits favorably with the 1953 total, ]

These findings are based upon reports filed during Febru-
ary and aiﬁ erch in the Office of Business Kconomics-
Sacarities Exchanpe Commission regulsr snnual survey.

» By industries, the survay indicatez that mquufa_mt.urh;g
companies are anticipsting s 7 percent reduction in fix
capitgl outlayafrom 1953, mercial and mining companics

. are planning 3 parcent increases, whila the puhlic utilities have

* projected little change from their 1953 expenditures. The

most notewerthy change 1 investment rates from last year,

a dedine of sbout one-fourth, appears in reilvoads; other

transporbation companies expect to lower their investment
abont £ percent,

Investment Programs

The survey also finds thet businessmen have scheduled
nn]]])it.al outlays st & seasonally adjusted annual rate of $27.8
billion in the Arst helf of 1954, This compares with rates of
2282 and 5287 billien in tha first apd seeond halves of 1053,

s Given the $27.2 hillion propram for the full yenr 1864, the
gensonally ndiusted rate of plant and equipment expendityure
wnplied i the second hiolf 18 aboud $26.7 billion—a deeling
of 4 percent from the anticipation for the current half yoar.

v About three-fourths of the implicit reduction in planned

spending during the finel six monthe of this year iz in manu-
facturing, reilroads, and gas utilities.

In an evalugtion of the indiceted changes from the first to
the szcond half of 1954, it ahould ke noted that most swrveys
of cﬁntul spending intentions heve tended to understate
actual sutlaye, particularly in more distant periods. Since
» these surveyz have been confined to ths postwnr pavied,

there is very littla experience thoi can be used ns & guide in

E:Jnt:gmg the behavior of anticipations during & downturn in

1sinees nctivit?r. In the limited elowdown of 184%, and

" with ¢vidence of a renewed upturn of business by the middle
of the year, capitel expenditures proved to be just one pareent:

er than had been planned emly in that year—although

. thyzical ndditlons wore higher.

Factors sustaining investment

t The picturs that emerges from this latest survey of business
mvegttueni intentions is ane of mn@ﬁva strangth, If
thess plans for the shead me realized, plant and equip-
ment outlays would not be a significant independent influ-

© ence o0 near-term changes in the sggregede demand picture.

NOTE—MR. POSE 6 A MEMBER OP THE DUSINESS STAYOTULE DIVI.
EPDN. OFFIOR OF EVAINESS ECOMNOMIOE.
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Sales Expectations in 1954

Theres sro & number of factors responsible for the muointe-
nanos of capital investment close to record rates. First,
total demand jor the produgts of business is still quita high
deepite the reeont decline.  Becond, a namber af investment
programs kra of long-run nainre and—harving & major busi-
ness downirend—are not sericusly influenced by shori-term
fluctuations in business ectivity. This is partiéularfy troe
of industries with etrong growth trends such as electric
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Capital Goods Programs
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utilities, petroleum, and eleptrical machinery, In this re-
gpect, it s intereat.i;ﬁ' to note that in & survey of 1
eorporations conducted by this Office about vighteen mont
age, busincssmen indicated that their relutively favorable
investment plans for 1953 and 1954 would not be sppreci-
ably nffected by s “moderate’” decline in business activity.
ird, there i3 still a eubstantial baclklog of projests
under the defense mobilization program. Maony of these sre
elready under woy bub they require considershls expendi-
ture for eompletion. Fourth, replacement requiraments nre
inereasing. ig ia due a,rti:l,r ko tha gener riging -
in the nation's stock of fixed capitel, In the recent period -
thess requirements have boon augmented sines a good pert
of the relatively lnrgia volume of equipment purchesed in the
lpte thirties ond early forties has resched or is approaching’
retirement age. Tho eams is trus of shorter-lived equipment
1]
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techoological change so
heve increased in importance,

SURVEY OF CURRENT BUSINESS Mierch 104

purchased in the enrly part of the postwer period. = Further-
more the increase in expenditores for ressarch vnd develop-
ment in yecent years hos tﬁmbnho[g quickened the pace of

at m ization requirements

ETTIER

This is not to suggest that Tecent sales and profits declines

have not nffectad iInvestment programs.

The sharp down-

ward odjuatment of vapitnl expenditures programa by the
railronde stoma in part from the recent drop in railvond n&arr-
n.t»inaﬁ moomes.  In maaufscturing, moreover, it ag(spu.ra ot
emal] and medivm firme expect relatively larger declines than
the largest companies. Becanse they are generally less ahle

to undertake long-rangs

and are more dependent

PIograms
on funds gensrated from current operaticns, the plana of the
emaller componies ars relatively more nffected by & downimm
in byziness thon ars those of large concerns.

Quarterly trends

in the

Tha ﬁgr:amt mrvey indicntes that actual capital nuﬂ:{n
} quarter of 1853 declined ebout 1 percent from the

sensonally adjmsted annual rate of almost $24 Billion I the
previous quorter. Tha anticipatad dota for the first guorter
of 1864 point te & rate of about 328 billion—almost the same

Table 1.~—Expenditares on. New Flint aud Equipmont by T, 3. Busitess.t 1951-54

g the 1953 average—whils a further drop of about one-hajf
hillioa dollars is expected mn the second guarter (sce charg),
On & sensonally adjusted basis, manufacturing and trans.
Eg:lmbion aompnnies expsot_to lower oapital outlays in the
t quorter, more than offeetting the rising expenditures
anticipnad by the utilities. Howover, it appoara that tha

-reduction in the second quarter is in part attributable |

to the aonﬁn.l:luad decline in Eilm Mﬂmﬂu:ﬂ.cuiurm
expect second guoarter expanditures to showr L ange
from the firsl quarter rate, with a small increase scheduvled
by nondmhlﬂﬁods ucers portly offestting lower
expenditures in the d leogoods sactor. - :

Actual and anticipated expenditures in 1953

With actunl dats for tha final qguacter of 1953 now available
it is possible to eompnre the rosulie for the foll year 1953
with siated anticipations-of businessmen 2 year enrlier.

Ag in most other postwar yenrs, expactations regarding in~
vesiment programz proved i be couservative, Apgregnie
experditures rose 7 percent from 1952 to 1953 in comparigon
with a 2 percent anticipated inersase reportad by busmess in
the survey made early in 1853, On the assumption that
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businessmen were thinking in terms of plant and equipment

ts provailing at the time they mnde their projections, a
ﬁdl I;mrla of this diffevence ie accounted for by the slight

7ige i’ capitol goods prices thet ecourred during 1953,

Plant and Equipment Expenditures
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. 'The largest ralative excesses of actunl overplanned spend-
ing occurred in the mnuufnﬂhuﬁn%md_nnnuppguiul ups—o
and 10 parcent, respectively. Public utilities spent
more than planned, while the drop in outlays planned by the

railvoads was not quite so large as expected earlier. Quly
in nonradl tronsportation, where & slight decrenss took plase
over the year, did actual progroms fall short of the slight; rise

that wee schoduled.
Within moanufscturing, actusl incranses were generally

) lurger and decreases smoller than planned. The 7 percant

rse in investment by manufacturers of nondurable geods
excoeded the anticipated increnss of 5 percent, while the &
percent drop forecost by producers of durabla goods com-
péres with nn nctual increase of 3 percent.

Manufacturing outlays lowered

With o faw fmportent excepiions most manufactoring in-
dustries expect their investment programs this year to be
below 1853, Declines ave prevalent in durable goods menu-

. ¥ha im%or‘sanna of strong

11

facturing, especially in those industries that grenity exponded
capacity following the outbreak of Eorean hostilities.
Running centrary to the durable goods trend are the
tr tation uipment induwstry, especinlly motor
vahides, and to a lawsar extent sldctrical machinery, where

. inerenses over lost year ars anticipatad,

Primory metal companies expect to reduce their copital
expendituras for tha sscond subcessive yeur. Ironm and stes]
companies srd nonferrous producers are both aniicipating a
drop of obout one-fourth from last yonr’s rates of fixed

investment. The steel expansion - program still wires
gizabla ou for raw materials and finishi ilities,
however, and the 1254 projection is still well ahove pre-
Earean rates. .

Machinery companies (other than electric) are sxpscting
8 dra:v}i of about IEh percent in Hll?r axlréandlhu\ga frem 1533
to 1654, reflacti & NAAF-COMPIAtIoN 0f eXPIOSI0N PrOgTATES
Z!iﬂcamhha tools a8 well ng the somewhas reduced equipment

am,

The rise axpected by motor vehiels and slectvica] machin-
ery producers marks ih muccessive yenr of increasing
outlays in thess industriss, Electrical mochinery has bsen
undargoing a very pronounced growth, lta fived naseta having
increnged more than any other major meannfocturing industey
since the early postwar period. e growth is also & Incior
in the scheduled risa by motor vehicls producers, an ddded
elemont of importance ia the desire to improve ng_r_o_duchion
Tacilities nndet inceosmngly competitive anles sonditions,

In the nondurable gooda sector, paper, rabber, and petro-
leum gompanies anticipate maintenance or slight increages
m 1054 capital spending. Food and he mtgllgnmea
expect o-moderne decline, while texiile ond chemi oon-
ceins bhave %*amed larger redudtivns in capital outlays
during 1954. Potroleum and paper dompanies are siill
undergeing gizahla expansion progremes, and axpact sondinved
hiﬁ:l;mtaa of investment thronghout 1954,

food and bevarages, on other hand, outlays apponr
to be more closely genred to replacement requirements; ex-

itures in thess s ure noticeably lower than they were
1 the few yeors jusi before Korea. The drop expectsd by
the chemicnls group morks 8 reversal of tha sharp upward
trend o oudays underway after 1949, but nz o the case of
iron nnd sieal, 1084 projecied outlays are still well nbove
rates prevailing in the pre-Eorean period, Qutlays by tax-
tile concerns are expedted to dvop gquite sharply—for the
%jrdﬁmucemw Fonr—to the lowest amount since World

ar IL.

Nenmanfacturing investment strong

The nonmanufoctirring industries constitute 8 souree of
strength in the overall investment picture for 1954,  As the
firet chart indisntes, investmént in the nonmsnufacturing
sector, iy the postwar period at igast, has typieally been lese
volatile then in manu acturing. In iarga part this iz due to
wih trends in comrhunieations
and public ugilities, in {rucking ond air transpart, and in the
ruilronde’ diegelization program. Although the stimulus of
tha dissel locomotive program diminished in the more recent
Enatwm' period, capital investment by commeareial companies

egﬁ to take on increnging imporiance, .

other renson may be found in the status of sxpanmon
projects under the Government's rapid tnx-amortizativn
program.  While oversll Ggurea as of September 30, 1053,
show thot plant and squipment proprams by nonmanufastur-
inr companies werk about two-thirda finished (ndxut the same
proportion as in manufacturing)—nas measured by the rotic
of velua of work alrendy in place relative to the total
volue of certificntes issued—mvestment in excesa of 34
billicn remnine. When projecis fully completed sre ox=-
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ciuded, it appents that progress oh projocts not Vet complated
as of st Septembar woa less ndvanced in nonmanufacboring
than manufreiuring—47 as seainat 58 percant.

Rails cut back sharply

Railroads expact to reduce fixed investment progroms
this year from I953 more than other major industry, to
the lowast point gince 1947,  The drop results from o number
of considerations including the recent deterioration in
operating revenues and income. )

Tha dissel p hss progressed i the point whare better
than threa-fo of the motive power of Class I railroads is
- pow sapplied by dicsel locomotives. Installotion of new

dieaalks ll:'ﬂbpl!d Ey more than onedourth from 1952 to 1953
while backloge at the beginning of this year were lower fhnn
at any time sinece the postwar porisd.  Beduced spend-
ing for fraight cora iz also in prospect. Tnfilled ordars nver-
ngod only five montha of installations at the start of 1954 and
wire Jower than at any time sinas 10449,

Electric and gos utilities na n group are acheduling invest-
ment this year at §4.4 billicn, just below lasé year's record
rate. This is the only maior group that bad increased its
papital outloys each yenr ughout: the postwar period—
o reflection -of the strong growth underlying the electric
power and natural gea induvatries. ]

Electric power compenies rebord that their copitel out-
leys in 19584 will approximuate those of lust year. Despite &
threo-fourths increass in generating m%a.miﬁ of privately
ownad uilities since the end of World War 11, power com-

panies ars planning furfler aubstantial additions in 1954
and 1955,
Table Z=—Manufsctarsrs’ Sales Lxpeckations, 1954, by Indontry 3
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(G3as sompaniss nre expecting o moderate drop in outlays
this year due lorgely to reductions in expenditures on natursl
gas pipeline focilities. To o large extent the 1954 decline is
expected to oceur in the loiter monthe of the year.

Other nonmanufacturing investment

Mining companics expect o small increase from 1853, wish
planned ihoresses in gos and oil wall drilling and in invest-
ment by iron ore companies mors then offsetting progromed
cutbacks by ceal nnd nonferrous mining concerns.

The planned incrense in the commercinl grovp is o resuit
of the buoyant activity in store and offies building construc-
tion. Food end general merchandise chaing in pacticular are
expecting to continne tha stendy inerense in store investmont
that began in inte 1932, A major factor in the commercial
building boom is the continued pepuletion and home building

SURVEY OF CURRENT BUSINESS
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trond io suburban areos; in addition, food chains have axien-
siva plans for modernizing amd ing stores in existing
neighborhooda. Thamovement to the suburha, of courss, has
favorable implications for other iypes of private and public
construction not covered m this surrey—euch az churclies,
schools, and road end utility constrnction.

Revisions in capital expenditures data

Thig nrticle alse presonta revised dotn on pient nod equip-
ment expenditures for the 1062-53 period. The estitnates
for 1051 ond eprlier yeors are unaffected by the latest
revision and may be compaved with ¢he revised 1952-53
atatigtics. The revised eeries incorporate cupenditure dats
now availeble in the 1952 sannual reporis of virtually all
corporutions registered with the Securibies snd Exchange
Commission ne well ns frein an enlmgad up of nenrogis-
tered mannfacturing companies. A de deacription of
this saries including methodolegy is contained in articles in
ths Decembar 1951 and Avgust 1952 isauss of the Surrey.

Saler Expectationes in 1954

The survey of onpital apaudin% intentiona nlao inguired
inte businessmen’s seles anticipations for 1964. It should
be noted thot the futurs course of ssles is $0 a large extent
sutgids the control of individual companies. They do, how-
aver, provide some indication of mansgement’s evaluation
of current economic conditions.

By ond large, tha rognlts indicats that businass expacts
sales to ba little changed from 1953, Monufncturers are

.

Y

thinking in terms of & 3 percent sales decline, the utilities

sxpect their revenues to increnss nbont 19 percent—aome.
what less in electric power—whila other major industry
groupe expect, in the te, to maintain 1953 ratea.
Manufacturara of dutable & expoct their snles to fall
5 ]i-amml:l this year a2 compared io 1953, while the nongur-
oble group 2s » whole is anticipating o 3 percent inorease in
1954, At the beginning of 1954 durable snd nonduarable
words aples wera running almost 10 and 2 percent below Gheir
respoctive 1953 averages—ao that the expectation of the

forrner ara about in line with eurrent wolume, bk o modernta

increass in the nondurable field ia tmplied.

* All dursblz B industries are sxpectmg a lower dollar
tabhes i cxpectad by prmary mete) hoth

urables ia v metals ucers—both ron
and stecl nﬁ?ﬁonfmwgul;. Bizable declines in sales are also
projected hy tramsporiation eguipment (ncluding motor
vohicles} sod mochinery componiea. It may be noted that
despite thess lower sales expeciations, both the transporta-
iion equipment and electtics] machinery groups anticipste
higher ipvestment, .

n the nondurable sestor, moest induatries m:}:mt. their

sales to_incremse alightly or remain unchan roin 1853
rates. 'Textiles and rubber are the only industries antioi-
pating & reduction in sales during 1954.

Muanufacturers’ solos expectations for 1953 were generally
renlized, although #s in othor yeara of imcrensed activity,
actual sales were higher than anticipated in most ndustuies,
Burable-goods manulacturars experienced n 14 percent gein
over 1052, in coniyast to the 11 percent increass expscted
early in 1953, whilo the corresponding figures for the non-
durable group were & and 4 percent, regpectively.

Doviations betweon nctual and projected snles ineresscs
wers pronounced in the nonderrous and moetor vehiclas indus-
tries, Sales by other trapsporistion equipment companies
fell ahort of oxpectetions. In nondurables, taxtiles and
rubbar wera the only major groups whose expeetntions wore

' not realized.

es thiz yeer. The largest sales decline in

-



